
INTERACTIVE  
DEVICE DESIGN 

BUSINESS PLANS & 
MODELS 
NOV 28, 2016 



Deadlines 

•  TONIGHT: One last component order.  
Same spreadsheet as before. 

•  Monday 12/5, 10am: Project Poster 
•  Wednesday 12/7: Final Presentations 

•  Wednesday 12/14: Final Report and Video, 
         Team Reflection 



Business Models and Business Plans 

•  Business Model: the rationale of how a 
company creates, delivers, and captures value.  

•  Business Plan: describe and communicate 
how a project can successfully be 
implemented – includes team, financial model, 
analysis of market and competition. 

•  Start with a model,  
use it as basis for writing a plan. 









1. Customer Segments 

•  Mass market (e.g., consumer electronics) 
•  Niche market (e.g., car part suppliers) 
•  Segmented (e.g., cars) 
•  Diversified (e.g., Amazon) 
•  Multi-sided markets (e.g., eBay, credit card cos) 



2. Value Propositions 

•  Newness (no similar product) 
•  Performance (Gore Tex) 
•  Customization (Nike ID) 
•  “Getting the job done” (Rolls Royce jet engines) 
•  Brand & status (luxury brands) 
•  Price (easyJet) 
•  Cost reduction (cloud computing) 
•  Risk reduction (warranties) 
•  Accessibility (NetJet) 
•  Convenience / Usability (Oxo) 
•  … 



3. Channels 

•  Direct: Sales force, Online 
•  Indirect: Partner stores, Wholesalers 

•  Channel Phases: 
Awareness, Evaluation, Purchase, Delivery, 
After sales 



4. Customer Relationships 

•  Goals: Acquisition, Retention, Upselling 
•  Types of relationships: 
–  (Dedicated) Personal assistance (private banking) 
– Self-service (online manuals) 
– Automated services  
– User communities  
– Co-creation (Amazon Reviews) 



5. Revenue Streams 

•  Asset sale (Beats) 
•  Usage fee (UPS, Uber) 
•  Subscription fee (Netflix) 
•  Lending, Renting, Leasing (Zipcar) 
•  Licensing (media, tech patents) 
•  Brokerage fees (App stores) 
•  Advertising (Google, Facebook) 



6. Key Resources 

•  Physical (equipment, plants) 
•  Intellectual (IP, patents, algorithms) 
•  Human (creative? Particular skills?) 
•  Financial 



7. Key Activities 

•  Production – Making things 
•  Problem Solving – Services for customers 

(consulting, hospitals) 
•  Operating a platform or network (Google, 

Netflix, Yelp, Ericsson, Uber, AirBnb, …) 



8. Key Partnerships 

Motivations: 
•  Economies of scale / optimization of effort 
•  Reduction of risk and uncertainty 
•  Acquisition of resources/activities 

•  Examples: contract manufacturing, licensing 
content, user-generated content 



9. Cost Structure 

•  Cost-driven vs. Value-driven ? 
•  Characteristics: 
– Fixed costs (salaries, rents, mfg facilities) 
– Variable costs (scale proportionally to volume of 

goods produced – BOM, shipping) 
– Economies of scale: avg cost/unit decreases as 

output increases 
– Economies of scope: cost sharing of different 

activities 

 







Crowdfunding &  
Business Plans 
Crowdfunding  
& 5-page Business Plan 
(due Midnight, Wednesday  
December 14th 2016) 
   
  



Why Crowdfund? --- Indiegogo 
  

•  Validate market  
• Capture data   
•  Interact with customers   
•  Identify early adopters   
•  Raise money  
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“Page one” 

– Name of product + name of group members & roles 
– Validate Market = Elevator speech of 10-25 words 
– Capture data = How big is the market each year 
–  Interact with customers = Who did you interview?  
–  Identify early adopters (The“head bowling pin”)   

•  Geoffrey Moore“Crossing the Chasm”  
– What is the very first market you will attack 
–  If this works, then other markets just behind can be attacked  

– Price = Estimated cost at Radio Shack or Target 
– Cost = Cost of Goods ($1 COGS = ~$5 @  Kmart) 
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4 more pages, short business plan  
due Wednesday December 14th  

•  Description of product in more detail (0.5p) 
•  Validate market – who will use it (0.5p) 
•  Capture data on volume of market/year (0.5p) 
•  Who are your first customers and summarize the survey 

work with early adopters (0.5p)? 
•  How much has it cost so far? (1p) 

–  Prototype + Electronic Materials = (class estimate) 
–  Person hours working 15 weeks at 120K salary (includes 

benefits, medical etc) x Number of you in your group (3,4, or 5) 
•  15 Weeks, 4 hours class per week, and your lab times, meetings times 

–  1,000 sq. ft. @ $2.50 per sq. ft.  
–  Internet, utilities, umbrella insurance, laptops, printer, other IT 

services  
•  The Pitch -- How will you raise money? (1p – next slide)  
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How will you raise money (1 page)?   

•  “Your Pitch” = Show short term market success 
in the 2-5 year window  

•  Be clear about the market opportunity 
•  Be clear about volume and the scalability  
–  (Total Available Market) 

•  Show you can be entrepreneurs and not just 
mad-inventors  

•  Or if not…describe the licensing opportunity… 
•  Consider the various SBIR programs (NSF etc)  



This is an older chart. 
 As Steve Beck emphasized, the more modern  

ratio of Item:A:to:Item E should likely be 5:to:1price to COGS.   



For table 2.4 


